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DEPT PASS USINT BAGHDAD 
REF: LAGOS 8888 

1. MINISTRY OF MINES AND POWER SUMMONED PRODUCING OIL COMPANIES 
TO MEETING SEPTEMBER 23 AND TOLD THEM TO EXPECT ROYALTY RATE 
OF 16.67 AND PROFITS TAX RATE OF BETWEEN 60 AND 61 PERCENT 
EFFECTIVE OCTOBER 1. ACCORDING OIL COMPANY HEAD WHO 
PARTICIPATED IN MEETING, NEITHER GOVERNMENT NOR COMPANIES 
MENTIONED BUY-BACK PRICE FOR PARTICIPATION OIL. 

2. ACCORDING SAME SOURCE, MMP LAST WEEK NOTIFIED HIS COMPANY 
TO EXPECT DIRECT BUYERS TO LIFT GOVERNMENT OIL 

(13.75 PERCENT OF TOTAL PRODUCTION) IN NOVEMBER AND 

DECEMBER. COMPANY HAD BEEN TOLD THREE DAYS EARLIER TO CONTINUE 

TO LIFT ALL OIL DURING OCTOBER. 

3. COMMENT: TAX RATE OF BETWEEN 60 AND 61 PERCENT MEANS FMG 
HAS OPTED TO APPLY OPEC'S 3.5 PERCENT INCREASE OF WEIGHED 
AVERAGE GOVERNMNET TAKE IN SIMPLEST POSSIBLE WAY (OPTION A, 

PAR 5, REFTEL). ASSUMING AVERAGE PRODUCTION COSTS OF $.50 
PER BARREL AND BUY-BACK PRICE UNCHANGED AT $12.50, EMBASSY 
CALCULATES NEW TA RATE WOULD BE 60.7 PERCENT. IF SO, 

GOVERNMENT'S SHARE OF NET PROFITS WILL HAVE BEEN INCREASED 
FROM 61.525 PERCENT TO 67.251 PERCENT, VS. 71.460 PER CENT 

IN PERSIAN GULF (SEE BEIRUT 11517). 

REINHARDT 

NOTE BY OC/T: NOT PASSED BAGHDAD. 
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